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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


x 


UNITED STATES OF AMERICA, 


v . 


DANIEL B. KARRON, 

Defendant . 


x 


New York, N.Y. 

07 Cr. 541 (RPP) 


November 6, 2007 
2:15 p.m. 
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HON. ROBERT P. PATTERSON, JR., 

District Judge 
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United States Attorney for the 
Southern District of New York 
BY : CHI T . STEVE KWOK 

Assistant United States Attorney 
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1 

THE CLERK: United States vs. Daniel Karron. 


2 

MR. KWOK: Good afternoon, your Honor. Steve Kwok for 


3 

the government . 


4 . 

MR. RUBINSTEIN: Good afternoon, your Honor. Ronald 


5 

Rubinstein for the defendant. 


6 

THE COURT: Good afternoon, Mr. Rubinstein. 


7 

Good afternoon, Mr. Karron. 


8 

THE DEFENDANT: Good afternoon . 


9 

THE COURT: Do we meet with success? 


10 

MR. RUBINSTEIN: No, your Honor. 


11 

MR. KWOK: As I understand it, the defense did not put 


12 

up the required deposit for Digital First to start work, and so 


13 

essentially we are back to where we were the last time. 


14 

MR. RUBINSTEIN: The problem is, your Honor, and I 


15 

have - - ' 


16 

THE COURT: I thought it was all agreed upon. 


17 

MR. RUBINSTEIN: Yes, and with the date of 


18 

November 1st. Unfortunately, the financing did not 


19 

materialize. The defendant's immediate family who at that time 


20 

I believed would come to the plate for him, as they had in the 


21 

past, decided not to. In the interim, a good friend of 


22 

Dr. Karron is attempting to buy the apartment and tells me that 


23 

within 30 days he should have the financing in place so that he 


24 

can purchase the apartment. 


25 

I have talked to the government about it, because your 
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Honor knows that there is an outstanding Monsanto request, the 
government has indicated that they would work something out 
with me as far as a fee arrangement on the case, but as far as 
the monies to -- 


THE COURT: Can't the friend -- we are going to lose 
the other half of the equation here on this examination of the 
computer files. Can't the friend loan money on the apartment 
for the payment? 


MR. RUBINSTEIN: He doesn't have the money to loan it. 
He would have to refinance the apartment — 

THE COURT: You can’t — I mean, he is not going to 
have 100 percent financing on the apartment. 

MR. RUBINSTEIN: No, he is not going to have 


100 percent financing. 

What he has indicated to me, through the e-mails that 
he has sent me, is that he is putting together a group of 
friends of Dr. Karron so that there is some leverage on 
purchasing the apartment that they -- in case they lose the 
apartment later on and they are obligated on the loan, he wants 
to leverage his obligation between, I think he said a total of 
three individuals. That being said, your Honor, that's where 
we stand. 

THE COURT: Somewhere there is going to be equity in 
that apartment. Can't whoever is putting up the equity, the 
amount of the computer expert fee, loan it in the interim? 
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MR. RUBINSTEIN: It is not just a question of the 
interim, they are not prepared to do that. What they want to 
do is have a clean situation where they are able to get 2 to 
$300,000. out of the apartment, put up $100,000 with the 
government in lieu of -- towards their lien, use the rest for 
the expenses of the trial, attorney fees and experts and what 
have you, and they want to be in that position. 

Unfortunately, Dr. Karron himself is not in a position 
to refinance the apartment on his own because of his current 
situation and his employment situation. So we have this 
problem. 


THE COURT: I don't understand it. If he sells the 
apartment, the cash would be his, not theirs. 

MR. RUBINSTEIN: Well, he has a mortgage. The cash 
would be used, put in an escrow for the government, for the 
attorney fees, and for expenses. A good portion of the cash 
would be his. We're trying and do this within -- and they 
suggested, or Mr. Goldberg suggested that within 30 days he 
could have this done. 

So that's where we stand. 

THE COURT: T still feel that somehow it has to be 


done that way. 

What does the government have to say? 

MR. KWOK: Well, the government would just ask the 
Court to close discovery. In the prior order the Court signed. 
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you set November 1st as the deadline for discovery. We have 
been having this conversation back and forth for more than two 
months now, and nothing — absolutely nothing has happened. 

THE COURT: Suppose I close the discovery and that is 
the end of it? 

(Pause) 

MR. RUBINSTEIN: Well, then. Judge, I guess an 
alternative situation is something I do not want to have to 
engage in and create an additional litigation and what have you 
is to bring a civil suit for return of his property that in our 
view was improperly seized by the government prematurely. 

I mean, we're in a Catch-22 here. I mean, possibly if 
your Honor wants to relieve me and appoint CJA counsel, 

Dr. Karron has filed a financial affidavit, maybe under the 
aegis of the CJA system that is in place, monies would be 
available through the government. We were trying to avoid 
that. Dr. Karron wanted me to remain as his attorney on this. 

But I don't know the answer, Judge, I'm sorry. 

(Pause) 


THE COURT: Why can't the government pay for the fee 
and take an additional lien on the apartment? 

MR. KWOK: I don't know the mechanics of that, but 
just as a matter of principle, I don't think that is a -- I 
just don't believe that's a prudent course for the government. 

First of all, I don't think there is anything material 
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or relevant in those computers, which is our position at the 
outset . 


But beyond that, given the defendant's financial, 
means , I'm not sure we could ever get that money back . We do 
have a lien on the apartment in the event of conviction, and I 
would be happy to work with Mr. Rubinstein to make sure that he 
stays on the case, if that's the defendant's desire. But in 
terms of copying the computers, given that it is the 
government's view that it is just essentially junk data, I 
don't think that the expense and the delay are necessary, 
especially in view of the fact that we have been having this 
back and forth for two months and we have made absolutely no 
progress, and I think that going in that direction is just 
going to create further delay for no good reason. 

And I might also add, your Honor, that, you know, if 
you recall the last time, I had even offered to make the 
arrangement to subordinate our liens to make funds . available 
both for the retrieval process and so that Mr. Rubinstein can 
get paid and, you know, and in the course of the past few weeks 
I also haven't heard anything from the defense about, you know, 
moving that process forward so that they can get money for the 
retrieval of the data. 

So I think we have gone over this before and I don’t 
think any progress will be made regardless of the financial 
arrangements we — 
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THE COURT: Why can't the defendant execute a note to 

2 

the federal government for the lien on the proceeds of the 

3 

apartment for the amount of the fee of the computer specialist, 

4 

and then that would be a first lien on the purchase of the 

5 

property, and you pay it and let ' s get this thing moving? I am 

6 

not going to make a decision; I don't know what is in those 

7 

computer files. 

8 

MR. KWOK: Because I think under settled Second 

9 

Circuit case law, if the government seizes property pursuant to 

10 

a lawful seizure warrant, the cost is on the defendant. And it 

11 

is true that we have a lien on the apartment, but in the event 

12 

of, let's say, a not guilty verdict, we can't forfeit that 

13 

property and the government will be out of pocket for 

14 

potentially $20,000 of the cost of retaining -- 

15 

THE COURT: Until such time as the lien is paid. 

16 

MR. KWOK: We would only get the lien only if there is 

17 

a conviction. If there is no conviction there will be no 

18 

forfeiture. 

19 

THE COURT: Or if there is a sale. 

20 

MR. KWOK: Or unless -- 

21 

THE COURT: Mr. Rubinstein wants to get paid, too. So 

22 

there will be a couple of liens on the apartment. It is going 

23 

to have to be sold. 

24 

MR.. KWOK: And I don't know how soon that sale is 

25 

going to take place. 
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1 

THE COURT: Then have him draw on your note. 


2 

/ 

MR. KWOK: And what would -- I mean, I guess if we 


3 

proceed that way, what would the schedule be? Will they have 


4 

another two weeks to complete discovery under that? 


5 

THE COURT: • Yes, I would extend it for the two-week 


6 

period, have the note payable that way. In the meanwhile, 


7 

Mr. Rubinstein can decide how he wants to handle his getting 


8 

paid. I am trying to come up with something that -- 


9 

MR. KWOK: I don't know how that would work. I would 


10 

have to confer with my office to see whether that's -- 


11 

THE COURT: Why don't you call them and confer with 


12 

them now . 


13 

MR. KWOK: OK. 


14 

THE COURT: I don't know what is in those files and 


15 

I'm not going to make a prejudgment that it is worthless, or I 


16 

must admit that I don't know that it is — it may be helpful, 


17 

but the defendant's time as it is, and apparently under Second 


18 

Circuit law it is a cost to the defense. So let's -- 


19 

MR. KWOK: And I don't see what the incentive is at 


20 

that point for the defendant to sell the apartment. The 


21 

government would not get paid until the apartment -- 


22 

THE COURT: Does he want to have a lawsuit with his 


23 

attorney? Does he want to get sued by his attorney for it? 


24 

No. 


25 

You have interest running so you are supposedly 
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protected. 

MR. KWOK: You want me to make the call now or when I 
come back? 

THE COURT: Sure. See if we can get it done. 

MR. KWOK: OK. Hold on. 

(Pause) 


THE COURT: Is that all right with you, 
Mr. Rubinstein? 

MR. RUBINSTEIN: Yes, your Honor. 

MR. KWOK: Give me one second. 


(Recess) 

MR . KWOK : Thank you , your Honor . 

I just spoke to my unit chief and I was told that the 
government does not do that in the ordinary course. However, 
if the Court feels strongly in this case that that's the proper 
course to take to facilitate the resolution of this issue, we 
would not object to the Court's entering an order directing the 
government to pay for the cost of the discovery with a note 
from the defendant. And I would also add, if the Court agrees 
to order the defendant to take all necessary steps, starting 
right now, to sell his apartment, because I alerted to the 
Court earlier that under this scenario I don't see what 
incentive he has aside from avoiding litigation from his own 
attorney to sell his. condo. 

THE COURT: I was going to ask Mr. Rubinstein, what 
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steps has the defendant taken to sell the apartment on the open 

2 

market? 

3 

MR. RUBINSTEIN: He has a real estate agent and he has 

4 

this buyer through -- the individual, Lee Goldberg, that I had 

5 

indicated to you -- 

6 

THE COURT: But is it listed? Is the apartment listed 

7 

for sale? 

8 

THE DEFENDANT: We've got — 

9 

THE COURT: It should show up on the multiple 

10 

listings. 

11 

(The defendant conferred with counsel) 

12 

MR. RUBINSTEIN: No, it is not listed, your Honor. It 

13 

has not been listed yet. 

14 

THE COURT: Well, it has got to be listed. 

15 

MR. RUBINSTEIN: Because from what I understood is 

16 

that this friend of the defendant's, this Lee Goldberg, who has 

17 

been in touch with me both by telephone and by e-mails, has 

18 

indicated to me that he is in the process of putting together 

19 

to buy the place with a group. 

20 

THE COURT: You want to get market value, so you might 

21 

as well list it and you will get bids. 

22 

MR. RUBINSTEIN: They are getting it appraised now, 

23 

Judge . 

24 

THE COURT: Appraisals are not the same as real live 

25 

bids, and you know this market, subprime and everything going 
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1 

on, you don't know what kind of a price you are going to get 

2 

unless you -- 

3 

MR. RUBINSTEIN: We will list it this week, Judge. We 

4 

will list the apartment. 

5 

THE COURT: Well, on the condition that you'll list 

6 

it, then I'll sign an order to be submitted by the government 

7 

so that they will pay the cost and take a note from Dr. Karron 

8 

in return therefor, and we'll get this thing done in the next 

9 

two weeks . 

10 

(Pause) 

11 

MR. KWOK: ' OK. So if I am counting my days correctly, 

12 

the — 

13 

THE COURT: If you give me the order,’ I will sign it 

14 

right today. 

15 

MR. KWOK: And then for the completion of discovery. 

16 

the new deadline is, I guess, November 20th, two weeks from 

17 

now? 

18 

MR. RUBINSTEIN: Judge, could we have until after — 

19 

Thanksgiving is that Thursday, November -- 

20 

THE COURT: It is just discovery. 

21 

MR. RUBINSTEIN: But we need the money to give to 

22 

the -- 

23 

THE COURT: Well, you'll have the money. If the 

24 

government says it is going to pay, I don't think that the — 

25 

MR. KWOK: We will make the representation this 
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1 

afternoon to the forensic expert to say that the government 

2 

will pay, and I believe that they will then start work right 

3 

away . 

4 

THE COURT: I think they will, too. The government's 

5 

credit is good. 

6 

MR. RUBINSTEIN: Then it should work. 

7 

MR. KWOK: So I will submit two proposed orders to the 

8 

Court, one on the sale of the apartment and the second is the 

9 

revised order about the discovery process and what 

10 

Dr. Karr on -- 

11 

THE COURT: And then you want a note for Dr. Karron to 

12 

sign . 

13 

MR. KWOK: Exactly. 

14 

(Pause) 

15. 

THE COURT: I will be in chambers to sign those orders 

16 

and I guess the thing to do is get it off as soon as possible. 

17 

MR. KWOK: I will, your Honor. 

18 

THE COURT : Dr . Karron can be down here tomorrow 

19 

morning and start his work. 

20 

THE DEFENDANT : I can ’ t come tomorrow morning . 

21 

THE COURT: Well, the day after, then, whatever day 

22 

you do it. It is important to you, Dr. Karron. You had better 

23 

do it, or you waive it. If you don't do it, you waive it. 

24 

THE CLERK: Did you set a date for the completion of 

25 

the discovery? 
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MR. KWOK: I think it is November the 20th. 

THE COURT: November 20th. 

THE CLERK: Do you want to have a conference and have 
them back because time will only be excluded until the 20th, I 
think? 


THE COURT: Time will be excluded until the 20th. 

MR . KWOK : Thank you , your Honor . 

So I will submit the proposed orders to the Court 
later this afternoon or tomorrow morning, and then I will 
direct the forensic expert to start work and make arrangements 
with Dr. Karr on. 

THE COURT: All right. 

All right, Mr. Rubinstein? 

MR . RUBINSTEIN : Yes , your Honor . Thank you . 

THE COURT: All right. 

MR . KWOK : Thank you , your Honor . 

MR. RUBINSTEIN: Thank you very much, Judge. 
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